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March 19, 2014

Jarrod Pickering

Superintendent

Lorenzo Independent School District
1003 3" St.

Lorenzo, Texas 79416

Dear Superintendent Pickering:

On December 19, 2013, the Comptroller received the completed application (Application # 369) for a
limitation on appraised value under the provisions of Tax Code Chapter 313'. This application was
originally submitted in November 2013 to the Lorenzo Independent School District (the school district)
by Fiber Winds Energy, LLC (the applicant). This letter presents the results of the Comptroller’s review
of the application:

1) under Section 313.025(h) to determine if the property meets the requirements of Section 313.024

for eligibility for a limitation on appraised value under Chapter 313, Subchapter C; and
2) under Section 313.025(d), to make a recommendation to the governing body of the school district

as to whether the application should be approved or disapproved using the criteria set out by
Section 313.026.

The school district is currently classified as a rural school district in Category 3 according to the
provisions of Chapter 313. Therefore, the applicant properly applied under the provisions of Subchapter
C, applicable to rural school districts. The amount of proposed qualified investment ($100 million) is
consistent with the proposed appraised value limitation sought ($10 million). The property value
limitation amount noted in this recommendation is based on property values available at the time of
application and may change prior to the execution of any final agreement.

The applicant is an active franchise taxpayer in good standing, as required by Section 313.024(a), and is
proposing the construction of a renewable energy facility in Crosby County, an eligible property use
under Section 313.024(b). The Comptroller has determined that the property, as described by the
application, meets the requirements of Section 313.024 for eligibility for a limitation on appraised value
under Chapter 313, Subchapter C.

After reviewing the application using the criteria listed in Section 313.026, and the information provided

by the applicant, the Comptroller’s recommendation is that this application under Tax Code Chapter 313
be approved.

Our review of the application assumes the truth and accuracy of the statements in the application and that,
if the application is approved, the applicant would perform according to the provisions of the agreement
reached with the school district. Our recommendation does not address whether the applicant has
complied with all Chapter 313 requirements; the school district is responsible for verifying that all
requirements of the statute have been fulfilled. Additionally, Section 313.025 requires the school district
to only approve an application if the school district finds that the information in the application is true and

LAl statutory references are to the Texas Tax Code, unless otherwise noted.
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correct, finds that the applicant is eligible for a limitation and determines that granting the application is
in the best interest of the school district and this state. When approving a job waiver requested under
Section 313.025(f-1), the school district must also find that the statutory jobs creation requirement
exceeds the industry standard for the number of employees reasonably necessary for the operation of the
facility. As stated above, the Comptroller’s recommendation is prepared by generally reviewing the
application and supporting documentation in light of the Section 313.026 criteria and a cursory review of
the industry standard evidence necessary to support the waiver of the required number of jobs.

Note that any new building or other improvement existing as of the application review start date of
December 19, 2013, or any tangible personal property placed in service prior to that date may not become
“Qualified Property” as defined by 313.021(2).

The Comptroller’s recommendation is based on the application submitted by the school district and
reviewed by the Comptroller. The recommendation may not be used by the school district to support its
approval of the property value limitation agreement if the application is modified, the information
presented in the application changes, or the limitation agreement does not conform to the application.
Additionally, this recommendation is contingent on future compliance with the Chapter 313 and the
Texas Administrative Code, with particular reference to the following requirements related to the
execution of the agreement:
1) The applicant must provide the Comptroller a copy of the proposed limitation on
appraised value agreement no later than ten (10) days prior to the meeting scheduled by
the school district to consider approving the agreement, so that the Comptroller may
review it for compliance with the statutes and the Comptroller’s rules as well as
consistency with the application;
2) The Comptroller must confirm that it received and reviewed the draft agreement and
affirm the recommendation made in this letter;
3) The school district must approve and execute a limitation agreement that has been
reviewed by the Comptroller within a year from the date of this letter; and
4) The school district must provide a copy of the signed limitation agreement to the
Comptroller within seven (7) days after execution, as required by Section 313.025.

Should you have any questions, please contact Robert Wood, director of Economic Development &
Analysis Division, by email at robert.wood @cpa.state.tx.us or by phone at 1-800-531-5441, ext. 3-3973,
or direct in Austin at 512-463-3973.

Sincerely,
T PR Lo
/I//f%/grl/; Tt

Mayfin A. Hubert
Dgbuty Comptroller

Hnclosure

cc: Robert Wood



Economic Impact for Chapter 313 Project

Applicant

Fiber Winds Energy, LLC

Tax Code, 313.024 Eligibility Category

Renewable Energy Electric Generation

School District Lorenzo ISD
2012-13 Enrollment in School District 302

County Crosby
Total Investment in District $100,000,000
Qualified Investment $100,000,000
Limitation Amount $10,000,000
Number of total jobs committed to by applicant 3*

Number of qualifying jobs committed to by applicant 3

Average Weekly Wage of Qualifying Jobs committed to by applicant | $870
Minimum Weekly Wage Required Tax Code, 313.051(b) $712
Minimum Annual Wage committed to by applicant for qualified jobs | $45,250
Investment per Qualifying Job $33,333,333
Estimated 15 year M&O levy without any limit or credit: $8,429,025
Estimated gross 15 year M&O tax benefit $5,133,413
Estimated 15 year M&O tax benefit (after deductions for estimated $4,499,302
school district revenue protection--but not including any deduction

for supplemental payments or extraordinary educational expenses):

Tax Credits (estimated - part of total tax benefit in the two lines above | $710,424

- appropriated through Foundation School Program)

Net M&O Tax (15 years) After Limitation, Credits and Revenue $3,929,723
Protection:

Tax benefit as a percentage of what applicant would have paid 53.4%
without value limitation agreement (percentage exempted)

Percentage of tax benefit due to the limitation 86.2%
Percentage of tax benefit due to the credit 13.8%

* Applicant is requesting district to waive requirement to create
minimum number of qualifying jobs pursuant to Tax Code, 313.025
(f-1).




This presents the Comptroller’s economic impact evaluation of Fiber Winds Energy, LLC (the project) applying to
Lorenzo Independent School District (the district), as required by Tax Code, 313.026. This evaluation is based on
information provided by the applicant and examines the following criteria:

0y
€]
3)
4
®)

(6)
(7
(8)
)
(10)

(11
(12)

(13)
(14)

(15)
(16)

amn

(18)

(19)
(20)

the recommendations of the comptroller;

the name of the school district;

the name of the applicant;

the general nature of the applicant's investment;

the relationship between the applicant's industry and the types of qualifying jobs to be created by the

applicant to the long-term economic growth plans of this state as described in the strategic plan for economic

development submitted by the Texas Strategic Economic Development Planning Commission under Section

481.033, Government Code, as that section existed before February 1, 1999;

the relative level of the applicant's investment per qualifying job to be created by the applicant;

the number of qualifying jobs to be created by the applicant;

the wages, salaries, and benefits to be offered by the applicant to qualifying job holders;

the ability of the applicant to locate or relocate in another state or another region of this state;

the impact the project will have on this state and individual local units of government, including:

(A) tax and other revenue gains, direct or indirect, that would be realized during the qualifying time period,
the limitation period, and a period of time after the limitation period considered appropriate by the
comptroller; and

(B) economic effects of the project, including the impact on jobs and income, during the qualifying time
period, the limitation period, and a period of time after the limitation period considered appropriate by
the comptroller;

the economic condition of the region of the state at the time the person's application is being considered;

the number of new facilities built or expanded in the region during the two years preceding the date of the

application that were eligible to apply for a limitation on appraised value under this subchapter;

the effect of the applicant's proposal, if approved, on the number or size of the school district's instructional

facilities, as defined by Section 46.001, Education Code;

the projected market value of the qualified property of the applicant as determined by the comptroller;

the proposed limitation on appraised value for the qualified property of the applicant;

the projected dollar amount of the taxes that would be imposed on the qualified property, for each year of the

agreement, if the property does not receive a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment and projected tax rates clearly stated;

the projected dollar amount of the taxes that would be imposed on the qualified property, for each tax year of

the agreement, if the property receives a limitation on appraised value with assumptions of the projected

appreciation or depreciation of the investment clearly stated,;

the projected effect on the Foundation School Program of payments to the district for each year of the

agreement;

the projected future tax credits if the applicant also applies for school tax credits under Section 313.103; and

the total amount of taxes projected to be lost or gained by the district over the life of the agreement computed

by subtracting the projected taxes stated in Subdivision (17) from the projected taxes stated in Subdivision

(16).



Wages, salaries and benefits [313.026(6-8)]

After construction, the project will create three new jobs when fully operational. All three jobs will meet the criteria
for qualifying jobs as specified in Tax Code Section 313.021(3). According to the Texas Workforce Commission
(TWC), the regional manufacturing wage for the South Plains Workforce Development Area, where Crosby County
is located was $33,662 in 2013. The annual average manufacturing wage for 2013 for Crosby County is not
available. That same year, the county annual average wage for all industries was $32,253. In addition to an annual
average salary of $45,250 each qualifying position will receive benefits such as health insurance in compliance with
the Affordable Care Act, competitive 401(k) retirement savings plan, vacation time and sick leave. The project’s
total investment is $100 million, resulting in a relative level of investment per qualifying job of $33.3 million.

Ability of applicant to locate to another state and [313.026(9)]

According to Fiber Winds Energy, LLC’s application, “Wind farms are operating and under development in many
states throughout the country. The Applicant can locate the Project anywhere in the United States with sufficient
prevailing wind conditions conducive to power generation.”

Number of new facilities in region [313.026(12)]

During the past two years, nine projects in the South Plains Workforce Development Area applied for value
limitation agreements under Tax Code, Chapter 313.

Relationship of applicant’s industry and jobs and Texas’s economic growth plans [313.026(5)]

The Texas Economic Development Plan focuses on attracting and developing industries using technology. It also
identifies opportunities for existing Texas industries. The plan centers on promoting economic prosperity
throughout Texas and the skilled workers that the Fiber Winds Energy, LLC project requires appear to be in line
with the focus and themes of the plan. Texas identified renewable energy as one of six target clusters in the Texas
Cluster Initiative. The plan stresses the importance of technology in all sectors of the renewable energy industry.

Economic Impact [313.026(10)(A), (10)(B), (11), (13-20)]

Table 1 depicts Fiber Winds Energy, LLC’s estimated economic impact to Texas. It depicts the direct, indirect and
induced effects to employment and personal income within the state. The Comptroller’s office calculated the
economic impact based on 16 years of annual investment and employment levels using software from Regional
Economic Models, Inc. (REMI). The impact includes the construction period and the operating period of the
project.



Table 1: Estimated Statewide Economic Impact of Investment and Employment in Fiber Winds Energy,

LLC
Employment Personal Income
Indirect +

Year | Direct Induced Total Direct Indirect + Induced Total

2014 5 6 11 $226,250 $383,750 $610,000
2015 65 64| 129 | $2,941,250 $4,626,750 | $7,568,000
2016 3 4 7 $135,750 $718,250 $854,000
2017 3 2 5 $135,750 $718,250 $854,000
2018 3 1 4 $135,750 $474,250 $610,000
2019 3 1 4 $135,750 $352,250 $488,000
2020 3 1 4 $135,750 $230,250 $366,000
2021 3 1 4 $135,750 $352,250 $488,000
2022 3 1 4 $135,750 $230,250 $366,000
2023 3 1 4 $135,750 -$13,750 $122,000
2024 3 08) 2 $135,750 -$13,750 $122,000
2025 3 3 6 $135,750 -$13,750 $122,000
2026 3 3) 0 $135,750 -$13,750 $122,000
2027 3 1 4 $135,750 $108,250 $244,000
2028 3 3 6 $135,750 $108,250 $244,000
2029 3 3) 0 $135,750 $108,250 $244,000

Source: CPA, REMI, Fiber Winds Energy, LLC

The statewide average ad valorem tax base for school districts in Texas was $1.65 billion in 2012-2013. Lorenzo
ISD’s ad valorem tax base in 2012-2013 was $169 million. The statewide average wealth per WADA was
estimated at $343,155 for fiscal 2012-2013. During that same year, Lorenzo ISD’s estimated wealth per WADA
was $325,735. The impact on the facilities and finances of the district are presented in Attachment 2.

Table 2 examines the estimated direct impact on ad valorem taxes to the school district, Crosby County, Crosby
County Hospital District and High Plains Underground Water Conservation District with all property tax incentives
sought being granted using estimated market value from Fiber Winds Energy, LLC’s application. Fiber Winds
Energy, LLC has applied for both a value limitation under Chapter 313, Tax Code and tax abatement with the
county. Table 3 illustrates the estimated tax impact of the Fiber Winds Energy, LLC project on the region if all
taxes are assessed.



Table 2 Estimated Direct Ad Valorem Taxes with all property tax incentives sought
Lorenzo ISD
Lorenzo ISD M&O and Crosby
M&O and I&S| I&S Tax County High Plains | Estimated
Estimated Estimated Lorenzo Tax Levies | Levies (After Crosby Hospital |Underground Total
Taxable Value | Taxable Value ISD 1&S |Lorenzo ISD|(Before Credit Credit County Tax | District Tax | WCD Tax Property
Year for I&S for M&O Levy M&O Levy| Credited) Credited) Levy Levy Levy Taxes
Tax Rate' 0.0000 1.0271 0.5457 0.1424 0.0075
2015 $2,500,000 $2,500,000 $0) $25,678 $25,678 $25,678 $13,643 $3.560 $189 $43,069
2016 $79,848,000, $79,848,000 $0 $820,119] $820,119 $820,119 $435,731 $113,704 $6,021 $1,375.573
2017 $75.855,600, $10,000,000 $0 $102,710) $102,710] $102,710 $413,944 $108,018 $5,720 $630.392
2018 $72,062,820) $10,000,000] $0 $102,710 $102,710] $51,355 $393,247 $102,617 $5434 $552,653
2019 $68,459,680) $10,000,000] $0 $102,710 $102,710] $51,355 $373,584 $97487 $5,162 $527.588
2020 $65,036,695 $10,000,000 30! $102,710 $102,710] $51,355 $354,905 $92,612 $4.904 $503,776
2021 $61,784.860) $10,000,000 $0, $102,710 $102,710] $51.355 $337,160) $87.982 $4,659 $481,155
2022 $58,695,618 $10,000,000, 30| $102,710 $102,710 $51,355 $320,302 $83,583 $4,426 $459,665
2023 $55,760.,836 $10,000,000 $0 $102,710 $102,710] $51,355 $304,287 $79,403 $4.204 $439,250
2024 $52,972,794 $10,000,000, $0] $102,710 $102,710] $51,355 $289,073 $75433 $3,994 $419.855
2025 $50,324,155 $50,324,155 $0 $516,879 $516,879) $165,940 $274,619 $71,662 $3,794 $516,015
2026 $47,807,947 $47,807,947 $0| $491,035 $491,035 $491,035 $260,888 $68,079 $3.605 $823,607
2027 $45417,550, $45,417.550 $0| $466.484 3466484 $466.484) $247,844) $64,675 $3.424 $782426
2028 $43.146,672 $43,146,672 $0 $443,159 $443,159, $443,159 $235451 $61.441 $3,253 $743,305
2029 $40,989,339) $40.989,339 $0 $421.002 $421,002 $421,002 $223,679) $58,369, $3.091 $706.140
Total $3,295,612| $4,478,356] $1,168,623 $61,878| $9,004,469
Assumes School Value Limitation and Tax Abatements with Crosby County
Source: CPA, Fiber Winds Energy, LLC
'"Tax Rate per $100 Valuation
Table 3 Estimated Direct Ad Valorem Taxes without property tax incentives
Crosby
Lorenzo ISD County High Plains | Estimated
Estimated Estimated Lorenzo M&O and Crosby Hospital |Underground Total
Taxable Value | Taxable Value ISD I&S |Lorenzo ISD I1&S Tax County Tax | District Tax | WCD Tax Property
Year for I&S for M&O Levy M&O Levy Levies Levy Levy Levy Taxes
Tax Rate’ 0.0000 1.0271], ‘_,i' 0.5457 0.1424 0.0075
2015 $2,500,000 $2,500,000 $0| $25.678 "\_‘ 7 $25678 $13,643 $3.560 $189 $43.069
2016 $79,848,000 $79,848,000 $0 $820,119} ‘,"' $820,119 $435,731 $113,704 $6,021 $1,375573
2017 $75,855,600, $75,855,600 30| 8779113 / $779,113 $413,944 $108018 $5,720 $1,306,795
2018 $72,062,820) $72,062.820 30, $740,157 "\_. f $740,157 $393,247 $102,617 $5434 $1,241455
2019 $68,459,680) $68.459,680 $0 $703,149 ‘"‘\ / $703,149 $373.584 $97487 $5.162 $1,179.382
2020 $65,036,695 $65,036,695 $0 $667,992 Y $667,992 $354,905 $92,612 $4.904 $1,120413
2021 $61,784.860 $61,784,860 $0 $634,592 ;'\;" $634,592 $337,160 $87,982 $4,659 $1,064.392
2022 $58,695,618 $58,695,618 $0 $602,863 _,f“'\.: $602,863 $320,302 $83,583 $4,426 $1,011,173
2023 $55,760.836, $55,760,836 $0 $572,720 jf' ‘\_ $572,720 $304,287 $79.403 $4,204 $960,614
2024] $52,972,794 $52972,794 $0 $544,084 ,/' ‘\a\ $544,084 $289,073 $75433 $3,994 $912,584
2025 $50.324,155 $50,324,155 $0 $516879] § $516,879 $274,619 $71,662 $3,794 $866.954
2026 $47,807,947 $47.807,947 $0 $491,035 ,.r" "\\ $491,035 $260.888 $68,079 $3,605 $823,607
2027 $45417,550 $45.417.550 $0 $466,484| / "‘\ $466,484 $247,844 $64,675 $3424 $782426
2028 $43,146,672 $43,146,672 $0 $443,159 !1" ‘\_\ $443,159 $235451 $61.441 $3,253 $743305
2029 $40,989,339 $40,989,339 $0 $421,002} i $421,002 $223,679 $58.369 $3,091 $706,140)
Total $8,429,025] $4,478,356| $1,168,623 $61,878| $14,137,882

Source: CPA, Fiber Winds Energy, LLC
'"Tax Rate per $100 Valuation



Attachment 1 includes schedules A, B, C, and D provided by the applicant in the application. Schedule A shows
proposed investment. Schedule B is the projected market value of the qualified property. Schedule C contains
employment information, and Schedule D contains tax expenditures and other tax abatement information.

Attachment 2, provided by the district and reviewed by the Texas Education Agency, contains information relating
to the financial impact of the proposed project on the finances of the district as well as the tax benefit of the value
limitation. “Table II” in this attachment shows the estimated 13 year M&O tax levy without the value limitation
agreement would be $7,551,847 The estimated gross 13 year M&O tax benefit, or levy loss, is $5,133,413,

Attachment 3 is an economic overview of Crosby County.

Disclaimer: This examination is based on information from the application submitted to the school district and
forwarded to the comptroller. It is intended to meet the statutory requirement of Chapter 313 of the Tax Code and is
not intended for any other purpose.



Attachments

1. Schedules A, B, C, and D provided by applicant in
application

2. School finance and tax benefit provided by district

3. County Economic Overview



Attachment 1



Scheduls A (Rev. May 2010); Investment

Applicant Name Fiber Winds Energy, LLC
1SD Name Lomnzo 1SD Form$0-208
PROPERTY INVESTMENT AMOUNTS
(Estimated Investment la sach ysar, Donot put eumulative totals.)
Calumn A;
Tangibie Colyma B: Column C; Columa D:
Tax Year Personal Property Buldng o7 permanent SumofAand B Other investment that s ot
{Fill ln actuallax | The emount of new im o k Calumn E:
Schoof Year yeorbelow)  |(original cost) placed In service of bubding (wnnual ] (duwring the qualifying | Investmont aliscting scancmic Total investment
Yea ! yryy this vl Sk batal +B
investment made befare fling complala application s 3 -
with district (neither qualiftad property nor eligitte to
become quakified investment)
The year preceding [tovesiment mada afler livg complets SpFbcaton -1s E
the first completa tax district, bt batere finel board approval of
wu;f"?a mdl::Mnﬂ on {sfigitle to becoma quakfiad property) 20142015 2014
e ﬁ
tosauing o [irvestment made after sl board approval oF ¥ S0,
de'emals) spplicaion and before Jan. 1 of first complete tax
ffear of qualitylag tme pariod (quatified
Ervestment and eligile to becoms quatfied
property)
Complate oxyear elouipngtme |1~ | aots016 o5 | 84700000 5 ;0000 |5 B3000000) 5 - Iy esooooml
2 2015-2017 2018 3 . . N :
3 2017-2018 2017 3 . |s . . |s N
4 2018:201% 2018 s . s N . s .
5 20192020 2019 s . s . . s :
8 2020-2021 2020 N . .
Tex Credit Period Vatua Linitasion Period 3 38 s
{with 50% cap on 7 2021-2022 2021 5 . |s . e ] -
credit)
[ 2022023 202 s - s . . s N
9 2023-2024 203 N . s . . s :
10 | 202¢2025 2024 s . s R . s -
19 2026-2020 2025 s . |s N . s .
°"“,‘,f‘n:’“’ Confinue o Maintaln Vistly Prasonce | 12 | 20282027 2028 s B ] _ s R
13 2027-2028 2027 s . s R - s .
Post- Sattle-Up Petiod AL} 2028-2020 2023 3 . s B - Is -
Paost- Seffe-Up Period 15 2029-2030 2029 3 - ls . . 13 -

Quwylnnﬂmﬂ’lﬂcdmumbedmwﬁuhwmwdmaMudemmm{ahmMmmumym‘

Column A menWMIwmwmd#md'

tangitle |
For tha purposes of investment, pleass tist smeunt invested esch yesr, not cumulativa totals,

ty the applicant cansid

qualfied &

23 deflned In Tax Code §313.021(1}{AMD},

(Forthe ysars outsids the quakifying time period, this number nply reph the planned i personal property].

Indudo of Froperty-property that is part of originel "t lor protatie period,
Cdumn B The total dollar amount of planned Investnant each year in bulldings of nonemavatla component of buidngs that the apificant considers

qualfied invesiment under Tax Code §313.021{1XE).

Fot the yesrs outside the quatifying time period, this aumber shoutd simply the planned i buidings ot of buBdings,
Catymn D; Dollar velue of cther investment that may not be qualfied invastment bt that may effect ocancmic impac and lotal veluefor fanning, construction and cperaon of the facilty,

The most s'gnificant examgle for many projacts wotdd ba
Note: Land can be fisted a3 padt of invesiment during the

Notes: For advancad daan enesgy projects, nudear projacts, projects with deferred qualifying time periods and

land. Dﬁwmmﬁumqbohmuumauduﬁmdm&
“peo-year 1" 6me perind. It cannct be part of quaitying invesiment.

projects with langthy applicatian review periods, insert sdditionsl rows es needed.

mmmnuuhauwmwuhabmmmm-uwm lwlumditmmuslnummht«mwmmmmmo’hhdwnﬂam.
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thase amounts for future years.
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SIGNATURE QF AUTHORIZED COMPANY REPRESENTATIVE

DATE
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Schedule D: (Rev. May 2010): Other Tax Information

Apphicant
N::n ™ Fiber Winds Energy, LLC ISD Name Lorenzo ISD Form 50-206
. Sales Tax Inf Franchise Tax Other Property Tax Abatements Sought
Sales Taxable Expenditures Franchise Tax | County City Hospital | Water District
Fillin
3 Column F: ‘E’:”"‘::gsof Column H; Filin FUlIn | ercentaga | Falin
T Estimate of Eslimate of N ! ol iemption exemption
viih (mol m) &;andu total annual total enuel | o hi (u: due i Wi ol :x vosed || recuesiador
- ear m (or rgi gra
YYvy | subjectiostate E;:“m atiributable bo) the eg':,"y':"w";, ““y';':r"o';‘;:d‘ Ineachyear|  ysarof the
sales tax sales lax applicent the Agreement] Agreement Aglr,;:nmant Agreement
s 312,500] $ 2,187,500] § B 0% NIA % 0%
The year
|preceding the
first complete
tax year of the
qualfying 2014-2015 2014
time period
(assuming no
|defemrals)
Complete tax 1 2015-2016 2015
years of s 11875000 | s 125000|s  12,00000
qualifying ime
period 2 2016-2017 2016 s s s 1200000
3 2017-2018 2017 |g . s - |s 120000
4 2018-2019 2018 |s - 1s . |s 1200000
5 2018-2020 2019 |¢ . Is - is 1200000
TaxCredit |valvel 8 2020-2021 | 2020 |, .1 - Is 1200000
Period (with 00
oyen | Petad 7 | 20212022 | 2021 |, - s - s 200000
credit) a 2022-2023 2022 |q s . |s 1200000
9 2023-2024 2023 | - s - Is 1200000
10 2024-2025 2024 |, . ls - |{S 1200000
Contl 11 2025-2026 2025 s 640,000 | 5 $60,0001 S 12,000.00
Credit Setto- aua —
Upperog |MeoinVisbiel 12 | 2026-2027 | 2026 |5  ewmenls 979200]s  12,000.00
13 2027-2028 | 2027 |5 ggsess 908.78¢|$ 1200000
Post- Setile-Up Period 14 2028-2029 2028 |¢ 679,173 | 3 101876018 12000.00
Post- Settla-Up Pertod 16 2029-2030 2029 |s 592,767 | 1,039135]8  12,000.00
*For 9 and of the factlity.
7.4
Y o i St F-13
SIGNATURE OF AUTHORIZED COMPANY REPRESENTATIVE DATE
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1701 North Congress Ave. * Austin, Texas 78701-1494 + 512 463-9734 + 512 463-9838 FAX + www.tea.state.tx.us

March 12, 2014

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Building

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

As required by the Tax Code, §313.025 (b-1), the Texas Education Agency (TEA) has
evaluated the impact of the proposed Fiber Winds Energy LLC project on the number
and size of school facilities in Lorenzo Independent School District (LISD). Based on the
analysis prepared by Randy McDowell and Neal Brown for the school district and a
conversation with the LISD superintendent, Jerrod Pickering, the TEA has found that the
Fiber Winds Energy LLC project would not have a significant impact on the number or
size of school facilities in LISD.

Please feel free to contact me by phone at (512) 463-9186 or by email at
al.mckenzie@tea.state.tx.us if you need further information about this issue.

Sincerely,

Q==

Al McKenzie, Manager
Foundation School Program Support

AM/rk
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1701 North Congress Ave. * Austin, Texas 78701-1494 + 512 463-9734 - 512 463-9838 FAX * www.tea.state.tx.us

March 12, 2014

Mr. Robert Wood

Director, Economic Development and Analysis
Texas Comptroller of Public Accounts

Lyndon B. Johnson State Office Building

111 East 17th Street

Austin, Texas 78774

Dear Mr. Wood:

The Texas Education Agency (TEA) has analyzed the revenue gains that would be
realized by the proposed Fiber Winds Energy LLC project for the Lorenzo Independent
School District (LISD). Projections prepared by the TEA State Funding Division confirm
the analysis that was prepared by Randy McDowell and Neal Brown and provided to us
by your division. We believe their assumptions regarding the potential revenue gain are
valid, and their estimates of the impact of the Fiber Winds Energy LLC project on LISD
are correct.

Please feel free to contact me by phone at (512) 463-9186 or by email at
al.mckenzie@tea.state.tx.us if you need further information about this issue.

Sincerely,

Al McKenzie, Manager
Foundation School Program Support

AM/rk



Lorenzo ISD Financial Impact of Chapter 313 Agreement

Summary of the District’s Financial Impact
of Chapter 313 Agreement
with Fiber Winds Energy, LLC

Prepared by
Randy McDowell, RTSBA
&
Neal Brown

School Finance Consultants

Study of Fiber Winds Energy, LLC



Lorenzo ISD Financial Impact of Chapter 313 Agreement

Summary of Lorenzo ISD Financial Impact
of the
Limited Appraised Value Application
from

Fiber Winds Energy, LLC

Introduction

Fiber Winds Energy, LLC applied for a property value limitation from Lorenzo Independent School
District under Chapter 313 of the Tax Code. The application was submitted on November 18, 2013 and
subsequently approved for consideration by the Lorenzo ISD Board of Trustees. Fiber Winds Energy, LLC
(“Fiber Winds"), is requesting the property value limitation as a “renewable energy electric generation”

project as listed in Sec. 313.024.(b) of the Tax Code.

“The Economic Development Act “, Tax Code Chapter 313, was created by House Bill 1200 of the 77"
Texas Legislature in 2001. Further amendments were made to Chapter 313 as a result of House Bill

1470 from the 80" Texas Legislative Session in 2007.

The Economic Development Act was created to attract qualifying businesses to Texas by allowing school
districts the option of approving a property value limitation to these qualifying entities. The purpose of
the property value limitation is to reduce the maintenance and operations taxes paid by the company,

to a school district during the applicable years as displayed below.

2

Study of Fiber Winds Energy, LLC



Lorenzo ISD Financial Impact of Chapter 313 Agreement

Appraised Value Limitation and Credit under Tax Code
Chapter 313 for School District Maintenance & Operations (M&0) Tax

Within 90 days of receipt of completed applicatien,
Comptrofler determines eligibility, conducts economic

impact and makes
19 school board.
Approved
nd Execut Ovwner may apply for tax credit only after
6L Begimning taxes corvesponding to last year of
ing me Period: Guallfying Time Perlod are pald for.
wication Cometered | l;ual"yh;l‘ ' i
Eenrphe of Apad | ime Period:
fhepaptectips Two complete Tax Credit Period. Annual maximum credit applied ks 1/7th of credit, Tax Credit Settle-Up Period: 1-3 years as needed.
Bnsary ot yea tax years plus o1 50% of total M&O and IZS levy, in any particular year. Owner must also maintain viable presence.
of sepheatin L"’“‘b' year. ‘ ﬁ v
L (] 4 1 I 3 ) 3 Il I ] (] 1 J 1 | |
~l|'z'1'4'5'6'7':'s'u'n'u‘u'u'u—‘
F e e e e ey
A A

Complete taxyearsof the  Value Limitation Perlod.

The company must file an application with the school district to qualify for consideration of a Limited
Appraised Value Agreement (“LAVA” or “Agreement”) to begin the following tax year or a later year if
agreed upon by the District and the Company. The first two years of the agreement are considered the
qualifying time period and the company’s school district tlaxes will be levied at one-hundred percent of
the appraised value. The applicant may then file a separate application with the school district to
request tax credits (for taxes paid during the qualifying time period) to be applied during years four
through ten of the LAVA, but not to exceed 50% of their tax levy for those years. Any tax credit balance
remaining after this period can then be applied during years eleven through thirteen of the agreement,
but cannot exceed the actual amount of taxes paid to the school district during the Settle-Up Period.

After year thirteen, any leftover credits will not be applied and will expire.

During years three through ten of the LAVA, the qualifying entity’s taxable value will be reduced to the
minimum qualified investment for the applicable school district as determined by the State
Comptroller’s Office. Lorenzo ISD is considered a Rural category 3 District as categorized with total
taxable value of industrial property of at least $1 million but less than $90 million, thus Lorenzo ISD has

a minimum qualified investment amount of $10 million. A qualifying entity’s taxable value would be

Study of Fiber Winds Energy, LLC



Lorenzo ISD Financial Impact of Chapter 313 Agreement

reduced to $10 million during years three through ten of the agreement for the purposes of computing
the tax levy for the maintenance and operations (M&O) tax of Lorenzo ISD. The entire appraised value

will be used for computing the interest and sinking (1&S) tax levy.

Taxable Value Impact from LAVA

The “Additional Value from Fiber Winds” represents the values that the company estimated as their

taxable values in the application that was filed with the district. During years three through ten, the

company’s taxable value will be limited to the $10,000,000 minimum qualified investment of Lorenzo

ISD.

TABLE |- Calculation of Taxable Value:

Minimum
Additional Value Qualified Abated Taxable
Tax Year From Fiber Winds Investment Value Value
Jan. 1, 2015 2,500,000 n/a 0 2,500,000
Jan. 1, 2016 79,848,000 n/a 0 79,848,000
Jan. 1, 2017 75,855,600 (10,000,000) 65,855,600 10,000,000
Jan. 1, 2018 72,062,820 (10,000,000) 62,062,820 10,000,000
Jan. 1, 2019 68,459,679 (10,000,000) 58,459,679 10,000,000
Jan. 1, 2020 65,036,695 (10,000,000) 55,036,695 10,000,000
Jan. 1, 2021 61,784,860 (10,000,000) 51,784,860 10,000,000
Jan. 1, 2022 58,695,617 (10,000,000) 48,695,617 10,000,000
Jan. 1, 2023 55,760,836 (10,000 000) 45,760,836 10,000,000
Jan. 1, 2024 52,972,795 (10,000,000) 42,972,795 10,000,000
Jan. 1, 2025 50,324,155 n/a 0 50,324,155
Jan. 1, 2026 47,807,947 n/a 0 47 807,947
Jan. 1, 2027 45,417,550 n/a 0 45,417,550

Study of Fiber Winds Energy, LLC



Lorenzo ISD Financial Impact of Chapter 313 Agreement

Fiber Wind's Tax Benefit from Agreement

The projected amount of the net tax savings for Fiber Wind is $4.499 million over the life of the
Agreement. This net savings is after all tax credits have been applied and after estimated payments
have been made to the district to offset their revenue losses that were a direct result of entering into
this Agreement. Tax credits during years four through ten are limited to the lesser of 1/7 of the total tax
credit or 50% of the total taxes paid for that tax year. Any tax credits not refunded to the company
during those years will be refunded up to 100% of the taxes paid in years eleven through thirteen.

Lorenzo ISD’s projected tax rates for maintenance & operations (M&O) and interest & sinking (I1&S) are based on
the following assumptions:

*  The District has not held a tax ratification election that would approve a M&O tax rate in excess
of $1.0271; therefore, the study assumes that they will maintain a M&O tax rate of $1.0271. The
M&O rate for 2016-2017 & 2025-2026 is projected to drop to $1.0171 due to the rollback tax
rate calculations.

*  The district currently has no outstanding bonded indebtedness and therefore no 1&S tax rate
was projected in the study. The district could pursue a bond election and issue bonded debt
during the life of this agreement.

TABLE II- Computation of Net Tax Savings:

Payment of
Projected Projected Taxes w/o Tax Savings District’s

M&O Tax 1&S Tax Agreement with Revenue Net Tax

Fiscal Year Rate Rate Agreement Tax Credits Losses Savings
2015-2016 1.0271 0.000 25,678 0 n/a 0 0
2016-2017 1.0171 0.000 812,134 0 n/a 0 0
2017-2018 1.0271 0.000 779,113 676,403 n/a (634,112) 42,291
2018-2019 1.0271 0.000 740,157 637,447 51,355 0 688,802
2019-2020 1.0271 0.000 703,149 600,439 51,355 0 651,794
2020-2021 1.0271 0.000 667,992 565,282 51,355 0 616,637
2021-2022 1.0271 0.000 634,592 531,882 51,355 0 583,237
2022-2023 1.0271 0.000 602,863 500,153 51,355 0 551,508
2023-2024 1.0271 0.000 572,720 470,010 51,355 0 521,365
2024-2025 1.0271 0.000 544,084 441,374 51,355 0 492 729
2025-2026 1.0171 0.000 511,847 0 350,939 0 350,939
2026-2027 1.0271 0.000 491,035 0 0 0 0
2027-2028 1.0271 0.000 466,484 0 0 (0] 0
Totals 7,551,847 4,422,989 710,424 (634,112) 4,499,302

Study of Fiber Winds Energy, LLC .



Lorenzo ISD Financial Impact of Chapter 313 Agreement

Financial Impact Study

This Financial Impact Study was performed to determine the financial impact of the Limited Appraised
Value Agreement on Lorenzo ISD. First, a thirteen year financial forecast was prepared to establish a
baseline without the added values of the renewable energy electric generation company. Second, a
thirteen year financial forecast was prepared that incorporated the additional taxable value of the
company without a LAVA in effect. Third, a thirteen year financial forecast was prepared that
incorporates the additional taxable value of the company with an approved LAVA. These three forecasts
are detailed in the “Calculation of LAVA Impact on District’s Finances” section. The following

assumptions were used to compare the financial impact of the LAVA:

* The current state funding formulas (in effect for 2013-2014 fiscal year) were used for state
aid and recapture calculation purposes
o Level 2 of Tier Il yield - $61.86 per weighted student in average daily attendance
(WADA) per penny of tax effort
* The district’s tax rate for maintenance & operations (M&O) will remain at the same rate as
for tax year 2013.
* Ataxcollection rate of 100% on current year tax levy with no projected delinquent taxes
* Anannual taxable value increased by 1.0% was used to project the district’s taxable value,
except as it related to the requested LAVA. The district’s 2013 taxable value was used as a
baseline for all projections
* Thedistrict’s enrollment is projected to decrease slightly; therefore, the projected ADA and
WADA for school year 2013-2014 was decreased by .5% per year for the life of the

agreement.

Although these assumptions were used to develop a baseline scenario for comparison purposes, many
of these factors will not remain constant for the thirteen years of this proposed agreement. Also,
Legislative changes to the school finance formulas are likely during the near future and almost certain

during the life of this agreement.

Study of Fi